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(1) The ability of the established in-
dustry to use the duty-exemption; 

(2) Whether the duty-exemption is 
sufficient to support new entrant oper-
ations; 

(3) The impact upon the established 
industry if new entrants are selected, 
particularly with respect to the effect 
on local employment, tax contribu-
tions to the territorial government, 
and the ability of the established in-
dustry to maintain satisfactory pro-
duction levels; and 

(4) Whether additional new entrants 
offer the best prospect for adding eco-
nomic benefits to the territory. 

(g) Section 303.14 of this part con-
tains the criteria and formulae used by 
the Secretaries in calculating each 
watch producer’s annual watch duty- 
exemption allocation, and other special 
rules or provisions the Secretaries may 
periodically adopt to carry out their 
responsibilities in a timely manner 
while taking into account changing 
circumstances. References to duty-ex-
emptions, unless otherwise indicated, 
are to the amount available for re-
allocation in the current calendar year. 
Specifications of or references to data 
or bases used in the calculation of cur-
rent year allocations (e.g., economic 
contributions and shipments) are, un-
less indicated otherwise, those which 
were generated in the previous year. 

(h) The Secretaries may propose 
changes to § 303.14 at any time they 
consider it necessary to fulfill their re-
sponsibilities. Normally, such changes 
will be proposed towards the end of 
each calendar year. Interested parties 
shall be given an opportunity to sub-
mit written comments on proposed 
changes. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985; 61 FR 55885, Oct. 30, 
1996; 63 FR 5888, Feb. 5, 1998] 

§ 303.7 Issuance of licenses and ship-
ment permits. 

(a) Issuance of Licenses (ITA–333). (1) 
Concurrently with annual allocations 
under § 303.5 the Director shall issue a 
non-transferable license (Form ITA– 
333) to each producer. The Director 
shall also issue a replacement license if 
a producer’s allocation is reduced pur-
suant to § 303.6. 

(2) Annual duty-exemption licenses 
shall be for only that portion of a pro-
ducer’s annual duty-exemption not pre-
viously licensed. 

(3) If a producer’s duty-exemption 
has been reduced, the Director shall 
not issue a replacement license for the 
reduced amount until the producer’s 
previous license has been received for 
cancellation by the Director. 

(4) A producer’s license shall be used 
in their entirety, except when they ex-
pire or are cancelled, in order of their 
date of issuance, i.e., an interim license 
must be completely used before ship-
ment permits can be issued against an 
interim supplemental license. 

(5) Outstanding licenses issued by the 
Director automatically expire at mid-
night, December 31, of each calendar 
year. No unused allocation of duty-ex-
emption may be carried over into the 
subsequent calendar year. 

(6) The Director shall ensure that all 
licenses issued are conspicuously 
marked to show the type of license 
issued, the identity of the producer, 
and the year for which the license is 
valid. All licenses shall bear the signa-
ture of the Director. 

(7) Each producer is responsible for 
the security of its licenses. The loss of 
a license shall be reported immediately 
to the Director. Defacing, tampering 
with, and unauthorized use of a license 
are forbidden. 

(b) Shipment Permit Requirements 
(ITA–340). (1) Producers may obtain 
shipment permits from the territorial 
government officials designated by the 
Governor. Permits may also be pro-
duced in any computerized or other for-
mat or medium approved by the De-
partments. The permit is for use 
against a producer’s valid duty-exemp-
tion license and a permit must be com-
pleted for every duty-free shipment. 

(2) Each permit must specify the li-
cense and permit number, the number 
of watches and watch movements in-
cluded in the shipment, the unused bal-
ance remaining on the producer’s li-
cense, pertinent shipping information 
and must have the certification state-
ment signed by an official of the licens-
ee’s company. A copy of the completed 
permit must be sent electronically or 
taken to the designated territorial gov-
ernment officials, no later than the day 
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of shipment, for confirmation that the 
producer’s duty-exemption license has 
not been exceeded and that the permit 
is properly completed. 

(3) The permit (form ITA–340) shall be 
filed with Customs along with the 
other required entry documents to re-
ceive duty-free treatment unless the 
importer or its representative clears 
the documentation through Customs’ 
automated broker interface. Entries 
made electronically do not require the 
submission of a permit to Customs, but 
the shipment data must be maintained 
as part of a producer’s recordkeeping 
responsibilities for the period pre-
scribed by Customs’ recordkeeping reg-
ulations. Bureau of Customs and Bor-
der Protection Import Specialists may 
request the documentation they deem 
appropriate to substantiate claims for 
duty-free treatment, allowing a reason-
able amount of time for the importer 
to produce the permit. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985; 61 FR 55885, Oct. 30, 
1996] 

§ 303.8 Maintenance of duty-exemption 
entitlements. 

(a) The Secretaries may order a pro-
ducer to show cause within 30 days of 
receipt of the order why the duty-ex-
emption to which the firm would other-
wise be entitled should not be can-
celled, in whole or in part, if: 

(1) At any time after June 30 of the 
calendar year: 

(i) A producer’s assembly and ship-
ment record provides a reasonable 
basis to conclude that the producer 
will use less than 80 percent of its total 
allocation by the end of the calendar 
year, and 

(ii) The producer refuses a request 
from the Departments to relinquish 
that portion of its allocation which 
they conclude will not be used; or 

(2) A producer fails to satisfy or ful-
fill any term, condition or representa-
tion, whether undertaken by itself or 
prescribed by the Departments, upon 
which receipt of allocation has been 
predicated or upon which the Depart-
ments have relied in connection with 
the sale or transfer of a business to-
gether with its allocation; or 

(3) A producer, in the judgment of the 
Secretaries, has failed to make a mean-

ingful contribution to the territory for 
a period of two or more consecutive 
calendar years, when compared with 
the performance of the duty-free watch 
assembly industry in the territory as a 
whole. This comparison shall include 
the producer’s quantitative use of its 
allocations, amount of direct labor em-
ployed in the assembly of watches and 
watch movements, and the net amount 
of corporate income taxes paid to the 
government of the territory. If the pro-
ducer fails to satisfy the Secretaries as 
to why such action should not be 
taken, the firm’s allocation shall be re-
duced or cancelled, whichever is appro-
priate under the show-cause order. The 
eligibility of a firm whose allocation 
has been cancelled to receive further 
allocations may also be terminated. 

(b) The Secretaries may also issue a 
show-cause order to reduce or cancel a 
producer’s allocation or production in-
centive certificate (see § 303.12, below), 
as appropriate, or to declare the pro-
ducer ineligible to receive an alloca-
tion or certificate if it violates any 
regulation in this part, uses a form, li-
cense, permit, or certificate in an un-
authorized manner, or fails to provide 
information or data required by these 
regulations or requested by the Secre-
taries or their delegates in the per-
formance of their responsibilities. 

(c) If a firm’s allocation is reduced or 
cancelled, or if a firm voluntarily re-
linquishes a part of its allocation, the 
Secretaries may: 

(1) Reallocate the allocation involved 
among the remaining producers in a 
manner best suited to contribute to the 
economy of the territory; 

(2) Reallocate the allocation or part 
thereof to a new entrant applicant; or 

(3) Do neither of the above if deemed 
in the best interest of the territories 
and the established industry. 

[49 FR 17740, Apr. 25, 1984, as amended at 61 
FR 55885, Oct. 31, 1996] 

§ 303.9 Restrictions on the transfer of 
duty-exemptions. 

(a) The sale or transfer of a duty-ex-
emption from one firm to another shall 
not be permitted. 

(b) The sale or transfer of a business 
together with its duty-exemption shall 
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